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1 . Since the introduction oiC Tto CAHEIM in March 1950 they 

hare gc^^n togi^ther on four occasions - twice ixra local caf^ for a few drinks j 
once at^. i apartment for drinks, and most recently on 4 May vhexx the i 
and C Affgfj i famiXies spent a cool Sunday picnicking on the shores of a 8lBBll^7ttrth 
German lake. CAEELM and his wife are attractive, ft*iendly, outgoing people and 
establishing a pjjeasant social relationship proved to be an easy task. CAHELM* s 
friendship with ^ ^ . 3 “was# of course, a decisive factor la his friendly 

reception of Joperatlonslly as veil as socially. 
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2. The operational relationship began with ^ CAEELM on his 

offer, e^^ressed at the introductory dinner meeting at’^ T*^P^rbment, to 

discuss Volf Schenke and the Deutsche China-Gesellschaft (DCG)T The emphasis of 
discussions with CAHEIM so far has been on the DCO, partly becatise of 
Eeadi^uarters interest es^ressed In Reference C and partly because ve have not 
vaulted to show too much interest in CAEEIM's other activities at this tiiBe. While 
trying to develop a closer vorking relationship vlth CAEELM, ve have tried to 
establish the relationship on the basis of friendly favors, with no hint of Interest 
in CAEELM *8 covert employers. Ve have made no ovex^ moves toward recruiting him 
as an "agent" • 



3 , At the end of the first meeting alone vlth^ on 9 April, CAHELM 

offered to lend his "private file" on Schenke to J which he did two weeks 
later vlth,_es he e^qpressed It, "mixed feelings". He lifter passed two additional 
reports to f ^ with no comment and apparently quickly lost idjatever reservations 
he had had*^ (Die substance of these reports Is being disseminated separately. On 
2 May and again on 4 May CAEELM and£^^ 4 ^acussed the forthcoming annual 
elections of the DCO being he^ In Dorunund, 9-11 May. Subject o^erqd. to. attend 
the meeting, but only if '41 interested, since he had other things to do 
and was not partipularly^teen on tiaing up his leaye^t.iiiie from his office to travel 
to Dortmund. Atr 3 requeat^CffjEL M agreed to go to the Dortmund meeting, 
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where he vlU work oloaely with Sebenke and the 1X3G Inner circle. CAHEU4 accepted 
our dlacreet offer to pay hie trip e^enaee, stating that these would consist of 
hla hotel hill and transpox*tatlon, and ha would consider any other eaqpenses bis 
personal pleasure. 

4. Based on our brief experience with CAHELM to date ve feel that he offers 
interesting potential as an infoxnant on personalities and orgaaiBatlons in the 
Eufliburg erea, particularly hut not exclusively anong extreaist ele&enta> and the 
"China lobby"* Be has already dcoonstrated hla wUUngneas to cooperate with us 
and has provided some useful Inforoatlon on the BCG. His position with his covert 
euployer appears to he a peripheral one and ve are inclined to dlacount his 
potential as a penetratl^ of that office on which ve have good coverage tfarou^ 

( liaison* Ih view J connection, the true-naaa introduction to L 3 

and r \ posltlbn, any attenpt at formal recruitment or use of CAESLM 

as ar^enetratlon dr his covert office would he an exceedingly delicate proposition 
the risks of which would far outwelga the potential v^ue he nl^t have aa a 
penetration sgextt* Purtber developnexit of UAUKLH will ^oceed within the frsmevork 
of the social relationship already established, keeping In mind the need for 
plausible denial of an agent relationship If liaison should uncover and 
exception to the contact. 
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